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Abstract 
 
Large cities provide a broad range of residential property types, as well as a range of 
socio-economic locations. This results in a significant variation in residential property 
prices across both the city itself and the individual suburbs. 
 
The only constant across such a diverse range of residential property is the need for 
the majority of residential property owners to employ the services of a real estate 
agent to sell their property or to purchase a residential property. 
 
This paper will analyse the Sydney residential property market over the period 1994 
to 2002 to determine the change in real estate offices numbers over the period, the 
profitability of real estate agency offices based on the residential house price 
performance of houses and units in these specific locations and the extent of changing 
residential house prices on agency profitability. 
 
Suburbs have been selected to provide a full range of housing types, socio-economic 
areas, older established and developing residential suburbs and location from the 
CBD. 
 
Introduction 
 
A more recent trend in Australian residential property markets has been the sale of 
residential property by means other than traditional real estate agents auction or 
private treaty sales. Increased use of the internet for home owners to sell their 
property privately has been championed by the media and service providers as a better 
alternative to the perceived high price service offered by real estate agents (House 
Investors, 2005; Carmichael, 2005). Despite the increasing number of on-line real 
estate sales providers throughout Australia, there still appears to be an increasing 
number of both real estate offices and real estate agents operating in the Sydney 
residential housing market. 
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This paper will analyse the residential property markets in 43 suburbs in the major 
residential areas of Sydney to determine the growth in the residential property market 
in relation to house and unit prices, total residential property numbers, sales per 
annum, average annual sales per agent and agent income from sales. This will be 
based on all sales transactions for these suburbs during the period 1995 to 2002, to 
determine if there has been a significant shift in the volume of sales transacted by real 
estate agents in Sydney. 
 
Residential Property Sales 
 
The performance of residential property in the major cities of Australia is well 
documented, with numerous residential performance indices being produced by 
government departments, professional body institutions and commercial interests 
(Australian Bureau of Statistics, 2004; Real Estate Institute of Australia, 2005; 
Residex, 2005). 
 
Several of the larger real estate agency companies also provide overviews of the 
change in prices for residential property in the major residential property markets in 
Australia (Colliers International, 2004; Knight Frank, 2003). However, these 
residential property reports have a specific market or region focus and do not always 
represent a full analysis of that particular residential property sector. 
 
Institutions such as the Housing Industry Association (2005), Reserve Bank of 
Australia (2005) and ABS provide details of the number of new housing construction 
starts and new loans. However, only one data source has actually provided details of 
prices for all Local Government Areas, and Sydney postcode areas, as well as the total 
property stock and actual agent sales for a significant number of the main postcodes 
and all the Local Government Areas (Allan Consulting, 2003). These details are 
available for the period 1995 to 2002. 
 
The availability of agent sales per annum provides the opportunity to determine if 
residential real estate agency practice has declined over the past 10 years with both 
the increase in “do-it –yourself” residential property sales programs and the negative 
press that is often quoted in relation to the ethics and job performance of real estate 
agents (Choice Australia, 2003; Building Licensing Authority, 2004). 
 
An Australian Consumers Association (2004) survey found that 31% of vendors and 
23% of purchasers were totally dissatisfied with the performance of the real estate 
agent handling their perspective sales. The survey also showed the main areas of 
complaints against agents being the issues of dummy bidding, huge commissions and 
unethical practices. This survey and other anecdotal evidence has been a major reason 
for the large number of companies offering owner sales kits or website services for 
the private sales of homes, in an attempt to avoid the cost of using a real estate agent 
to sell their property. Despite the increase in “do-it-yourself” home sales options, 
there is still over 20 organisations and TAFE colleges offering courses to meet the 
licensing requirements for real estate agents (Office of Fair Trading, 2005).  
 
This paper will review agents’ sales transactions over the period 1995-2002 to 
determine if there has been a significant reduction in the volume of residential 
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property sales undertaken by real estate agents in Sydney and whether there has been 
a resulting decrease in agent’s commission income. 
 
Research Methodology 
 
A commercial database (Allan Consulting Pty Ltd) has been used to obtain the 
following data for the period 1995-2002: 
 
• Annual residential property numbers per suburb (postcode) 
• Annual agent sales transactions per suburb (postcode) 
• Average annual sale price for residential dwellings 
• Average annual sales price for residential units 
 
The main geographic regions of Sydney were identified and from this data base five 
(5) suburbs were selected as representative suburbs for the nine (9) geographic 
regions listed below: 
 
• Northern suburbs (High socio-economic area) 
• Eastern suburbs (High socio-economic area) 
• Southern suburbs (Medium socio-economic area) 
• Inner city (Medium/High socio-economic area) 
• Inner west (Medium socio-economic area) 
• Western suburbs (Low socio-economic area)  
• Lower north shore (High socio-economic area)  
• South West suburbs (Low socio-economic area)  
• North west suburbs (Medium/High socio-economic area) 
 
For each of the Sydney suburbs selected, an internet search was carried out to identify 
all current licensed real estate agencies operating in those suburbs for the period of the 
study. Individual agents were then contacted to determine the average commission 
charged for the sale of residential property in that particular area. Despite open 
competition, the commission charged by agents within a suburb did not vary 
significantly. 
 
The average annual sale price of residential property in each of the nine (9) regions 
was based on the percentage of houses to units in each of the regions (ABS, 2001). 
The percentage break-up of property type was used as the percentage break-up of the 
average annual sale price for residential sales in that particular region. 
 
Analysis of this residential region data has provided the following research results for 
the period 1995-2002; these will be discussed in the following section of the paper: 
 
• Average annual sale price-houses 
• Average annual sale price-units 
• Number of annual residential property sales 
• Average annual property sales 
• Change in actual housing stock over the study period 
• Average annual sales per real estate agency 
• Average annual sales commission per real estate agency per year 
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Research Limitations 
 
The compilation of the data by Allan Consulting ceased in 2003, with the data being 
valid to December 2002. Although this data base is 2 years old, the trends shown in 
the data provide an important insight into agency practice over this period. 
 
Real estate agency profitability in this research is based on the commission from 
residential property sales only. Additional income from property management, small 
commercial and industrial sales and management is not included in the comparison. 
However, despite this limitation, the research does provide a worthwhile comparison 
of real estate agency profitability on both a region and annual basis. 
 
The commission rates used to determine the annual sales commission is an average 
across all agents in that particular region. It is acknowledged that individual real estate 
agents could have charged higher or lower sales commission in any given period. 
However, as the same applies across all suburbs of Sydney the research results still 
provide a useful comparison of real estate agency performance across the various 
socio economic areas of Sydney. 
 
Calculations for average annual sales per real estate agency are based on the 
assumption that agents in a selected postcode only sell residential property in that 
particular postcode. Although, in reality real estate agents will list and sell property 
outside the suburb location of their office, this limitation would apply across the full 
range of this study. Therefore, the perceived limitation still provides results that can 
be used for comparative purposes. 
 
Results 
 
Table 1 shows that the average annual capital return for houses in the various 
geographic regions of Sydney ranged from 11.28% in the North West region to 
15.74% in the Eastern suburbs of Sydney.  
 
Table 1: Average Annual Capital Returns: Geographic Areas: 1995-2002 
 
Region Average Annual Capital 
Return: Houses (%) 
Average Annual Capital 
Return: Units (%) 
Northern Suburbs  12.50 11.09 
Eastern Suburbs  15.74 10.48 
Southern Suburbs  12.35 10.48 
Inner City Suburbs 12.50 11.32 
Inner West Suburbs 12.60 12.12 
Western Suburbs  12.21 10.61 
Lower North Shore  12.35 9.72 
South West Suburbs  11.64 9.63 
North West Suburbs  11.28 9.67 
 
All regions apart from the North West and South West suburbs recorded an average 
annual capital return, for the period 1995-2002, greater than 12% per annum. In 
contrast, only one region (Inner West 12.12%) showed an average annual capital 
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return in excess of 12% for the average annual capital return for residential units. All 
other Sydney regions show an average annual capital return for units during the same 
period of a low of 9.63% (South West) and a high of 11,32% (Inner City units). 
 
This table also confirms that the average annual capital returns for both houses and 
units have been reasonably consistent across Sydney during the period 1995-2002. 
Figure 1 shows the percentage increase in residential property numbers for the nine 
(9) regions over the period 1995-2002. This figure shows that the suburbs in the south 
west area of Sydney saw the number of residential properties increase approximately 
8%, from 67,411 to 72,784, during the period 1995-2002. Both the Inner City and the 
Lower North Shore regions had the next highest increases in residential property stock 
over the study period (6.52% and 6.20% respectively). However, unlike the South 
West, where the increase was predominately single residential houses, the increase in 
stock for these two areas was predominately residential units. The Western and North 
Western suburbs also saw significant increases in residential houses, with increases of 
5.88% and 5.45% respectively. 
 
 
Figure 1: Percentage Change in Residential Property Numbers: 1995-2002 
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It can be seen from Figure 2, that over the period 1995-2002, the South West region 
had the highest average annual number of residential property sales (5,206), with the 
Inner West region have the least number of average annual sales at 1,357 residential 
properties. These results reflect the expanding residential allotment developments in 
the South West, Western and North western areas of Sydney and the increasing 
number of medium density and high rise unit developments in the Inner City, Eastern 
Suburbs and Lower North Shore areas of Sydney. 
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Figure 2: Average Annual Residential Property Sales: 1995-2002 
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The following tables provide a summary of the annual residential property stock, 
annual sales, percentage of annual sales to total residential property stock and the 
average annual sales per real estate agency in the defined regions. 
 
Table 2: Southern Suburbs Summary: 1995-2002 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 43588 2750 6.3 37 
1996 43959 2407 5.5 32 
1997 44470 3467 7.8 46 
1998 44901 2911 6.5 39 
1999 45329 3038 6.7 41 
2000 45452 1550 3.4 21 
2001 45851 4183 9.1 56 
2002 45896 4208 9.2 56 
 
Table 2 represents the annual summary data for the Southern region of Sydney. This 
table shows an increasing number of annual sales from 1995 to 1997, at which point 
there was a drop in annual sales from 3,467 to 2,911. In 2000, residential property 
sales were at the lowest level of only 3.4% of total housing stock. The table also 
shows that 2000 was the year of the lowest level of sales per real estate office of 21 
sales. Sales in this region increased significantly to over 9% of total stock in 2001 and 
2002. 
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Table 3: Lower North Shore Suburbs Summary: 1995-2002 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 35297 2459 7.0 22 
1996 35704 2025 5.7 18 
1997 36113 2607 7.2 23 
1998 36473 2341 6.4 21 
1999 36948 2712 7.3 24 
2000 37224 2151 5.8 19 
2001 37470 3057 8.2 27 
2002 37482 3353 8.9 30 
 
 
Although the number of sales in the Lower North Shore area of Sydney were less in 
volume compared to Southern Sydney, as a percentage of total stock the annual 
number of sales are reasonably similar. However, Table 3 shows that in the Lower 
North Shore region the year with the lowest level of sales was 1996, when only 5.7% 
of total residential housing stock was sold. In the majority of the Sydney residential 
regions, the lowest level of annual sales occurred in 2000. 
 
 
Table 4: Northern Suburbs Summary: 1995-2002 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 23854 1625 6.8 21 
1996 24018 1356 5.6 17 
1997 24238 1855 7.7 24 
1998 24393 1509 6.2 19 
1999 24524 1544 6.3 20 
2000 24577 1029 4.2 13 
2001 24697 1913 7.7 25 
2002 24715 2049 8.3 26 
 
 
The suburbs in the Northern Suburbs region show a lower volume of annual sales and 
sales per agent then the adjoining Lower North Shore region. Table 4 also shows that 
2000, was the year of least residential property sales of only 1029 properties (4.2% of 
stock). 
 
Tables 5 and 6 represents the residential property sales for the North West and Eastern 
Suburbs region. The residential property sales trends for the North West region has 
been similar to the other regions discussed, with a low in sales volume in 2000 and a 
peak in sales in 2002. However, residential property sales in the Eastern Suburbs have 
been far greater than any other region in Sydney. 
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Table 5: North West Suburbs Summary: 1995-2002 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 33208 2215 7.0 44 
1996 33593 2177 5.7 44 
1997 34003 2794 7.2 56 
1998 34277 2267 6.4 45 
1999 34541 2502 7.3 50 
2000 34697 1568 5.8 31 
2001 34885 2535 8.2 51 
2002 35049 2825 8.9 57 
 
 
Table 6: Eastern Suburbs Summary: 1995-2002 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 27920 2363 8.5 23 
1996 28498 2367 8.3 23 
1997 28899 2815 9.7 27 
1998 29084 3296 11.3 32 
1999 29218 3374 11.5 33 
2000 29437 4221 14.3 37 
2001 29361 4999 17.0 44 
2002 29370 6084 20.7 54 
 
 
During the period 1995-2002, the lowest volume of sales was 1996 when 8.3% of 
residential housing stock was sold. This compares to the highest percentages of 8.3% 
(Northern Suburbs), 7.1% (Inner West), 8.4% (South West) and 8.0% (Inner City). In 
contrast 2002, resulted in 20.7% of the residential property stock in the Eastern 
suburbs region was sold. This high volume of residential property sales in this region 
is also reflected in the overall higher average annual capital returns for residential 
houses in this region.  
 
Table 7: Western Suburbs Summary: 1995-2002 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 52521 3582 6.8 34 
1996 53079 3472 6.5 33 
1997 53671 4627 8.6 44 
1998 54233 4237 7.8 41 
1999 54788 4588 8.4 44 
2000 55142 3275 5.9 31 
2001 55501 5093 9.2 49 
2002 55608 5420 9.7 52 
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Table 8: South West Suburbs Summary: 1995-2002 
 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 67411 3844 5.7 39 
1996 68243 4015 5.9 41 
1997 69172 5370 7.8 54 
1998 70070 4990 7.1 50 
1999 71190 5954 8.4 60 
2000 71630 3374 4.7 34 
2001 72625 6929 9.5 70 
2002 72784 7169 9.8 72 
 
 
The sale trends in the Western Suburbs and South West suburbs have also been 
relatively similar in relation to the percentage of annual sales to total residential 
properties in the regions. Both have lowest levels of sales in 2000 (5.9% and 4.7% 
respectively), and the highest percentage of sales in 2002 (9.7% and 9.8% 
respectively). However, Tables 7 and 8, also show that while the percentage of annual 
sales is similar, real estate agents in the South West regions had a higher number of 
sales per office per year compared to the agents in all the other regions. 
 
 
Tables 9 and 10 compare the residential property sales in the Inner West and Inner 
City regions of Sydney. These two regions of Sydney are adjoining but show differing 
trends in relation to residential property sales over the period 1995-2002. The lowest 
year for sales in the Inner West was 2000, similar to the majority of the other Sydney 
regions; however, the year of lowest sales volume in the Inner City region was 1996, 
with 2000 being a year of reasonably high sales volume (6.1%).  
 
 
Table 9: Inner West Suburbs Summary: 1995-2002 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 22517 1298 5.8 28 
1996 22747 1218 5.4 26 
1997 23020 1579 6.9 34 
1998 23258 1346 5.8 29 
1999 23389 1371 5.9 30 
2000 23451 751 3.2 16 
2001 23529 1614 6.9 35 
2002 23529 1681 7.1 37 
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Table 10: Inner City Suburbs Summary: 1995-2002 
 
Year Total Properties Annual Sales 
Annual Sales 
% 
Sales Per 
Agency 
1995 34859 1746 5.0 25 
1996 34908 1587 4.5 23 
1997 35447 2045 5.8 29 
1998 33363 2100 6.3 30 
1999 36538 2100 5.7 30 
2000 37055 2242 6.1 32 
2001 37095 2669 7.2 38 
2002 37128 2971 8.0 42 
 
 
Real estate Agents Performance 
 
To determine the actual average annual income from residential property sales for the 
real estate agencies in the study regions, the average annual sale price, average 
number of sales per year and the average commission per sale were calculated. These 
results are shown in Figures 3 to 5. 
 
 
Figure 3: Average Annual Sales Commission: South West, Western and  
  North  West Suburbs: 1995-2002: ($1,000s) 
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In Figure 3, it can be seen that the trend in real estate office sales commission has 
been very similar during the period 1995-2002, when comparing South West, Western 
and North Western suburbs of Sydney. In the period 1995 to 1999, all areas showed 
increasing annual sales commission, with agents in the North Western region 
outperforming agents in the South West and Western regions. All agents in these three 
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regions had a significant fall in sales commission during 2000. Since 2000, real estate 
agencies in the South West suburbs have been generating higher sales commissions 
compared to the real estate agents in the Western and North Western suburbs. 
 
 
Figure 4 compares the sales commission generated by agents in the Southern, 
Northern and Inner City suburbs. This figure shows that real estate agents in the 
Southern suburbs of Sydney have been achieving higher average annual sales 
commission compared to agents in the Northern suburbs and again, the trends in these 
two areas of Sydney have been similar 
 
Figure 4: Average Annual Sales Commission: Southern, Inner City and  
  Northern Suburbs: 1995-2002: ($1,000s) 
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Unlike the previous figure, Figure 4 shows that the trend in real estate sales 
commission has not always followed a similar trend for these regions. This is 
particularly the case for the Inner City suburbs, which actually shows that the sales 
commission for agents in these suburbs has been increasing steadily from 1995-2002, 
with no sharp decline in 2000. 
 
In Figure 5, it can be seen that the real estate sales commission generated annually by 
agents in the Inner West and Lower North Shore regions have been very similar in 
relation to trends and actual amounts, with both these regions showing a sharp decline 
in sales commission per office in 2000, and a peak in 2002. 
 
In comparison, the real estate sales commissions in the Eastern Suburbs region of 
Sydney have out performed all other areas of the city. Figure 5 shows that the annual 
real estate sales commission for real estate agents in the Eastern suburbs has been 
increasing steadily from 1995-2002, with no drop in average annual sales commission 
in 2002. 
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Figure 5: Average Annual Sales Commission: Inner West, Lower North  
  Shore and Eastern Suburbs: 1995-2002: ($1,000s) 
 
 
0
100
200
300
400
500
600
700
800
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
Year
In
co
m
e/
O
ffi
ce
 ($
1,
00
0s
)
Inner West Lower Nth Shore Eastern Suburbs  
 
Conclusions 
 
The Sydney residential property market is a diverse property market in relation to 
geographic areas. Although all the various socio-economic areas of the city have 
followed general house and unit price trends over the period 1995-2002, the actual 
capital returns have varies from suburb to suburb. The highest average annual capital 
returns were not always recorded in the higher priced suburbs. It was also found that 
the average annual capital returns for residential units was recorded in the Inner West 
suburbs and not the Eastern suburbs, which recorded the highest average annual 
capital returns for residential houses 
 
Apart from the Eastern Suburbs region, all other areas of Sydney had similar annual 
sales as a percentage of the overall residential housing stock in those particular 
regions. However, the Eastern Suburbs region had the greatest percentage of 
residential house sales as a percentage of total stock in all years of the study. It is 
important to note that the lowest annual percentage of sales to total stock in the 
eastern suburbs in 1996 (8.2%), was actually higher than the years of highest sales 
volume percentage in three of the other regions of Sydney. 
 
The high sales volume and prices for residential property in the Eastern Suburbs also 
resulted in the real estate agencies in this location also achieving the highest average 
annual income from property sales commission and was the only region not to show a 
decline in agency sales commission in 2000. 
 
The lower levels of real estate agency commission income in the Inner West, Lower 
North Shore and Inner City regions, compared to the other regions in the study, would 
be offset by the higher property management fees that would be generated by these 
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agencies compared to the predominately owner occupied residential markets in the 
other regions of the study. 
 
Apart from the Eastern Suburbs, these findings show that agency sales income is not 
only a function of socio-economic areas and subsequent prices but also the volume of 
sales that occur each year. Real estate agents in the lower and middle income socio-
economic areas can generate sales commissions at higher levels than real estate 
agencies in areas considered more affluent. 
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